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Reference; TS98 1961 1 

Dear Mr Chamda 

Report of the Auditor-General on the financial statements and other legal and regulatory 

requirements of Sedibeng District Municipality for the year ended 30 June 201 1 

^ f ‘^ove-mentioned report of the Auditor-General is submitted herewith in terms of section 

21(1) of the Public Audit Act of South Africa read in conjunction with section 188 of the 
Constitution of the Republic of South Africa section 121(3) of the Municipal Finance 
Management Act of South Africa (MFMA). 

2. We have not yet received the other information that will be included in the annual report with 
the audited financial statements and have thus not been able to establish whether there are 
any inconsistencies between this information and the audited financial statements and the 
reported performance against pre-determined objectives. You are requested to supply this 
information as soon as possible. Once this information is received it will be read and should 
any inconsistencies be identified these will be communicated to you and you will be 
requested to make the necessary corrections. Should the corrections not be made we will 
amend and reissue the audit report. 

3. In terms of section 121 (3) of the MFMA; you are required to include the audit report in the 
municipal entity’s annual report to be tabled. 

4. Until the annual report is tabled as required by section 127(2) of the MFMA municipal entity 
the audit report is not a public document and should therefore be treated as confidential. 

5. Prior to printing or copying the annual report which will include the audit report you are 
required to do the following; 

• Submit the final printer’s proof of the annual report to the relevant senior manager of the 
Auditor-General of South Africa for verification of the audit-related references in the audit 
report and for confirmation that the financial statements and other information are those 
documents that have been read and audited. Special care should be taken with the page 
references in your report, since an incorrect reference could have audit implications 
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• The signature Auditor-General in the handwriting of the auditor authorised to sign the 
audit report at the end of the hard copy of the audit report should be scanned in when 
preparing to print the report. This signature, as well as the place and date of signing and 
the Auditor-General of South Africa’s logo, should appear at the end of the report, as in 
the hard copy that is provided to you. The official logo will be made available to you in 
electronic format if needed. 

6. Please notify the undersigned Senior Manager well in advance of the date on which the 
annual report containing this audit report will be tabled. 

7. Please submit 5 copies of the annual report to the AGSA (Attention Ockie Ludick) at 61 
Central Street, Houghton. 

8. The tabled report must be submitted to MPAC. 

9. Your cooperation to ensure that all these requirements are met would be much appreciated. 

Kindly acknowledge receipt of this letter. 


Yours sincerely 


Signed 



Senior Manager: Gauteng 


Enquiries: Ockie Ludick 
Telephone: (011) 703 7638 
Fax: (011) 703 7690 
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The reputation promise of the Auditor-General 


“The Auditor-General has a constitutional mandate and, as the Supreme Audit institution (SAI) 
of South Africa, it exists to strengthen our country’s democracy by enabling oversight, 
accountability and governance in the public sector through auditing, thereby building public 

confidence.” 


The mission statement informs the content of the Public Audit Manual (PAM) by recognising that the 
audits conducted by the SAI of South Africa are unique due to its mandate. This mandate includes 
responsibilities in terms of laws or regulations that go beyond generally accepted practice of the 
auditor’s responsibilities in the audit of the financial statements. 


These responsibilities include: consideration of issues such as public interest; accountability; probity- 
effective legislative oversight, in particular as concerns compliance with law, regulation or other 
authority; performance against p re-determined objectives; and economic, efficient, and effective 

procurement of resources. 


The ultimate goal of the audits is to strengthen the South African democracy. 


Auditor’s report of the Auditor-General to 
the Gauteng Provincial Legislature on the 
Sedibeng District Municipality for the year 
ended 30 June 2011 


REPORT ON THE FINANCIAL STATEMENTS 
Introduction 


1 . 


I have audited the accompanying financial statements of the Sedibeng District Municioalitv 
which comprise the statement of financial position as at 30 June 201 1 and the statement^’ 

PYnionct^^ ended and a summary of significant accounting policies and other 
explanatory information, as set out on pages ... to 


Accounting Officer’s responsibility for the financial statements 


fo’’ the preparation and fair presentation of these 
Arrn^'^t iH accordance with South African Standards of Generally Recognised 

Fin Standards of GRAP) and the requirements of the Municipal 

Finance Management Act , 2003 (Act No.56 of 2003) (MFMA), and for such internal control 
as management determines necessary to enable the preparation of financial statements 
that are free from material misstatement, whether due to fraud or Trror statements 


Auditor-General’s responsibility 


3. 


Constitution of the Republic of South Africa 1996 section 
4 of the Public Audit Act . 2004 (Act No. 25 of 2004) (PAA), my responsibL is to exS 
an opinion on these financial statements based on my audit. ^ 


4. 


5. 


accordance with International Standards on Auditing and General 
Notice 11 1 1 of 2010 issued in Government Gazette 33872 of 15 December 2010 Those 
require that I comply with ethical requirements and plan and perform the audit to 
misstatement^ ^ assurance about whether the financial statements are free from material 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on re auc^tor s 
judgement, including the assessment of the risks of material misstatement of the financial 

^^® making those risk assessments the auditor 

considers internal control relevant to the entity’s preparation of the financial statements in 

mmnlp ^re appropriate in the circumstances, but not for the 

anS alt ^ ®^P'’®®®mg an opinion on the effectiveness of the entity’s internal control An 
hi evaluating the appropriateness of accounting policies used and the 

reasonableness of accounting estimates made by management, as well as evaluating the 
overall presentation of the financial statements. ^ 


Opinion 


7. In my opinion, the financial statements present fairly, in all material respects, the financial 
position of the Sedibeng District Municipality as at 30 June 201 1 , and its financial 
performance and cash flows for the year then ended in accordance with the South African 
Standards of GRAP and the requirements of the MFMA. 

Emphasis of matters 

8. I draw attention to the matters below. My opinion is not modified in respect of these matters: 

Restatement of corresponding figures 

9. As disclosed in note 32 to the financial statements, the corresponding figures for 30 June 
2010 were restated as a result of errors discovered during 2010-1 1 in the financial 
statements of the Sedibeng District Municipality at, and for the year ended, 30 June 201 1 . 

Unauthorised expenditure 

10. As disclosed in note 36 to the financial statements, the municipality incurred unauthorised 
expenditure of R88 631 829 as a result of exceeding the budgeted amounts in employee 
costs and grant expenditure. 

Fruitless and wasteful expenditure 

1 1 . As disclosed in note 36 to the financial statements, the municipality incurred fruitless and 
wasteful expenditure of R140 000 because an event that was organised was not attended 
by the delegates. 

Going concern 

12. Note 34 to the financial statements indicate that the Sedibeng District Municipality incurred 
a net loss of R118 084 260 during the year ended 30 June 2011 and, as of that date, the 
entity’s current liabilities exceeded its current assets by R62 276 267. These conditions 
indicate the existence of a material uncertainty that may cast significant doubt on the 
municipality's ability to operate as a going concern. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

1 3. In accordance with the PAA and in terms of General notice 1111 of 2010, issued in 
Government Gazette 33872 of 15 December 2010, I include below my findings on the 
annual performance report as set out on pages ... to ... and material non-compliance with 
laws and regulations applicable to the municipality: 


Report on predetermined objectives 
Presentation of information 


14. The reported performance information to be included in the annual report was not 
presented in a simple, accessible format, relevant and useful to the intended user, and/or in 
accordance with the requirements of paragraph 8 or 28.2 or MFMA circular 11. 

Usefulness of information 

15. The reported performance information was deficient in respect of the following criteria: 

• Measurability: Some key performance indicators were not well defined, for some the 
targets were not specific and/or not measurable. 

• Consistency: There were some indicators identified in the IDP but were not included in 


Reliability of information 

16. The reported performance information was deficient in respect of the following criteria: 

• Validity. For some of the reported performance indicators, no evidence was supplied in 
validation of the results reported. 

• Accuracy. The action plans for the achievement of targets were not clear precise and 
understandable. 

• Completeness: The actual results obtained were unclear and not easy to conclude as per 
the annual performance report. 


Compliance with laws and regulations 
Procurement and contract management 


17. Goods and services with a transaction value above R200 000 were not procured by means 
of a competitive bidding process and the deviation was not approved by the accounting 
officer or his delegate in accordance with the Supply Chain Management (SCM) policv as 
per the requirement SCM Regulations 12(1)(d) and 36 (2). 


18. Goods or services of a transaction value of RIO 000 to R200 000 were procured without 
inviting at least three written price quotations as per the requirement of SCM regulation 12(1) 


19. Deviations from the prescribed procurement processes were not disclosed in the notes to the 
annual financial statements as per the requirement of SCM Regulation 36 (2). 

20. Awards to persons in the service of the state as well as to persons in the employ of the 
municipality were made in contravention of regulation (44) of the SCM regulation. 


Annual financial stataments, parformanc© and annual raports 

21 Contrary to requirements of section 122(1) of the MFMA the financial statements submitted 
for audit on the 31 August 2011 did not fairly present the state of affairs of the entity as at end 

0 mancial year. These financial statements were subject to material amendments as a result 
OT tne audit. 


INTERNAL CONTROL 


22. In accordance with the PAA and in terms of General notice 1111 of 2010, issued in 

Government Gazette 33872 of 15 December 2010, I considered internal control relevant to 
my audit but not for the purpose of expressing an opinion on the effectiveness of internal 
control. The matters reported below are limited to the significant deficiencies that resulted in 
the basis for the findings on the annual performance report and the findings on compliance 
with laws and regulations included in this report. 


Leadership 

23. Exercising of oversight responsibility regarding financial and performance reporting and 
compliance and related internal controls was not done. 


Financial and performance management 

24. No regular review and monitoring were done of compliance with applicable laws and 
regulations. 

25. No proper implementation of controls over daily and monthly processing of transaction and 
reconciling of transactions. 


Governance 


26. The implementation of appropriate risk management activities to ensure that regular risk 
assessments including consideration of IT risks and fraud prevention, were not conducted 
and that a risk strategy to address the risks was not developed and monitored. 

Johannesburg 
30 November 201 1 
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